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VENEZUELA'S OIL -- MODEL FOR PRAGMATISM 
ANNCR? 

ON NEW YEAR'S DAY, A DREAIi LONG HELD BY VENEZUELANS CAME 
TRUE -- THEY ACQUIRED FULL OWNERSHIP OF THE MAIN SOURCE 
OF THEIR COUNTRY'S WEALTH -- ITS OIL INDUSTRY, NEWS 
ANALYST FRED GALVAN HAS THESE THOUGHTS: 

VOICE? 

AS THE NEW YEAR DAYINED, OWNERSHIP OF ALL FOREIGN OIL 
COMPANIES’ PROPERTIES IN VENEZUELA PASSED TO THE GOVERNMENT'S 
NEW OTL COMPANY -- PETROLEOS DE VENEZUELA, OR PETROVEN AS 
IT TS POPULARLY KNOWN, 

HOW IMPORTANT OIL IS TO VENEZUELA'S ECONOMY IS REFLECTED 
BY THESE SIMPLE FACTS: IN 1974 VENEZUELA'S OIL EXPORTS 
ACCOUNTED FOR NINETY-SEVEr PERCENT OF ALL ITS PRODUCTS 
SHIPPED ABROAD -- AND MOST OF IT WENT TO THE UNITED STATES. 
THE TAXES THAT THE GOVERNMENT CHARGED THE FOREIGN OIL 
COMPANIES REPRESENTED EIGHTY-SIX PERCENT OF VENEZUELA'S 
REVENUES. THE OIL INDUSTRY ACCOUNTED FOR HALF OF THE 
COUNTRY'S GROSS NATIONAL PRODUCT, 

IN DRAWING UP ITS NATIONALIZATION LAW, THE GOVERNMENT 
HEADED BY PRESIDENT CARLOS ANDRES PEREZ SHOWED ITSELF 
VERY SENSITIVE TO THE PITFALLS ENCOUNTERED BY OTHER 
COUNTRIES THAT IN THE PAST HAD NATIONALIZED THEIR OIL 
INDUSTRIES ~- NOTABLY IRAN AND MEXICO. 

PHILOSOPHICALLY, THE VENEZUELAN GOVERNMENT RECOGNIZED 
THAT IT NEEDS THE EXPERTISE DEVELOPED OVER MANY YEARS BY 
THE FOREIGN OIL COMPANIES AT LEAST FOR THE FORESEEABLE 


FUTURE, ACCORDINGLY, IT DECIDED NOT TO TAKE RISKS BY 
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NEGOTIATING UNFAIR AGREEMENTS “WITH THEM, THE NATIONALIZATION 
LAW PROVIDES FOR ONE THOUSAND MILLION DOLLARS IN COMPENSATION 
TO THE OIL COMPANIES. IT ALSO PROVIDES FOR TECHNICAL 
SERVICES AGREEMENTS THAT KEEP THE OIL COMPANIES IN 

PETROLEUM EXPLORATION, PRODUCTION, REFINING AND MARKETING, 
THE COMPANIES AGREE TO PROVIDE THEIR TECHNICAL SKILLS, 

TO CONTINUE TRAINING VENEZUELANS IN THEM AND, BROADLY, 

TO ENSURE THE CONTINUED PRODUCTION AND REFINEMENT OF 
VENEZUELA'S OIL. IN RETURN THEY ARE OFFERED FEES ON 

EACH BARREL EXPORTED. THE OIL COMPANIES, UNDER VENEZUELA'S 
NATIONALIZATION LAW, ARE ALSO ENCOURAGED TO ESTABLISH 
TRADING RELATIONSHIPS DIRECTLY WITH CONSUMER GOVERNMENTS -- 
THE UNITED STATES, FOR INSTANCE ~~ AND THEIR OWN 
NATIONALIZED ENTERPRISES IN VENEZUELA, MOST OF THOSE 
AGREEMENTS HAVE NOW BEEN CONCLUDED BETWEEN THE FOREIGN 
COMPANIES AND THE VENEZUELAN GOVERNMENT -- AND THE REST 

ARE CLOSE TO THE END OF NEGOTIATION, 

THE OUTCOME OF THE VENEZUELAN OIL NATIONALIZATION 
EPISODE IS A TRIBUTE TO THE PRAGMATISM AND SENSE OF 
FAIRNESS THAT BOTH SIDES -- THE VENEZUELAN GOVERNMENT 
AND THE FOREIGN OIL INTERESTS DISPLAYED. VENEZUELA'S 
OIL CUSTOMERS ARE ASSURED OF A STEADY SOURCE OF 
FUEL FOR THEIR INDUSTRIES AND HOMES -~ PARTICULARLY 
THE EAST COAST OF THE UNITED STATES. AND THE 
VENEZUELAN ECONOMY IS GUARANTEED THE UNINTERRUPTED FLOW 


OF FOREIGN CURRENCY, 
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THUS, THE VENEZUELAN OIL NATIONALIZATION COULD WELL 
SERVE AS A MODEL FOR OTHER GOVERNMENTS AND FOREIGN 
INVESTORS SEEKING A FAIR, PROFITABLE PARTNERSHIP THAT 
BENEFITS BOTH. 


GH/PBM 


